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EXPOSURE DRAFTS
PROPOSED STATEMENTS ON
RESPONSIBILITIES IN PERSONAL
FINANCIAL PLANNING PRACTICE
WORKING WITH OTHER ADVISERS
IMPLEMENTATION ENGAGEMENT
FUNCTIONS AND RESPONSIBILITIES

MAY 10, 1993

Prepared by the Statements on Responsibilities in PFP Practice
Subcommittee and the PFP Executive Committee, for comment from
persons interested in personal financial planning
Comments should be received by July 9 , 1 9 9 3 , and addressed to
Stephen J. Rojas, Senior Technical Manager, PFP Division, File 1 0 9 3 ,
AICPA, Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 0 7 3 1 1 - 3 8 8 1

800053

SUMMARY
These proposed Statements on Responsibilities in Personal Financial Planning Practice (SRPFPs) are
intended to provide guidance to members of the AICPA who perform personal financial planning services.
The proposed SRPFPs are advisory and do not constitute enforceable technical standards under rule 202 of
the AICPA Code of Professional Conduct. The proposed SRPFPs do not supersede Statements on Standards
for Accounting and Review Services, Statements on Responsibilities in Tax Practice, the Personal Financial
Statements Guide, or the Guidefor Prospective Financial Statements. The issuance of these exposure drafts
was approved by the PFP Executive Committee.

Working With Other Advisers
This proposed SRPFP provides guidance to CPAs who use the advice of other advisers or refer a client to
other advisers in connection with personal financial planning engagements. It provides guidance on engagement scope limitations, selecting other advisers, using advice provided by other advisers, and recommending
other advisers to clients. The proposed SRPFP recommends that CPAs disclose limitations that have been
placed on the scope of engagements. Sample disclosures are contained in the proposed SRPFP.

Implementation Engagement Functions and Responsibilities
This proposed SRPFP defines implementation as taking action on personal financial planning decisions,
explains how CPAs may assist in implementation, and indicates that implementation is typically completed
when all recommended products are acquired or services rendered.
The proposed SRPFP provides guidance on planning implementation engagements, communicating with
clients, establishing selection criteria, participating in the selection process, and implementing planning
decisions developed by others. The proposed SRPFP recommends that CPAs disclose the limitations that
have been placed on the information used or the work performed in developing recommendations and contains a sample disclosure.
The appendixes to the proposed SRPFP include a flowchart explaining how CPAs might assist in implementation and illustrations of situations in which a CPA has been engaged by a client to implement personal
financial planning decisions to purchase disability insurance and to invest funds for postretirement needs.

These exposure drafts have been sent to—
•
•
•
•
•

Members of the AICPA PFP Division.
Members of the AICPA Board of Directors.
Members of the AICPA Council.
Chairmen of AICPA technical committees.
State society committees on personal financial planning, with
information copies to state society presidents and executive
directors.
• Organizations and individuals that the PFP Division has
identified as having an interest in personal financial
planning principles.
• Persons who have requested copies.

AICPA

American Institute of Certified Public Accountants
Harborside Financial Center
201 Plaza Three,
Jersey City, NJ 07311-3881
(201) 938-3000 • (212) 318-0500
Fax (201) 938-3329

May 10, 1993
Accompanying this letter are exposure drafts of the following proposed Statements on Responsibilities in Personal Financial Planning Practice (SRPFP):
• SRPFP No. 2, Working With Other Advisers
• SRPFP No. 3, Implementation Engagement Functions and Responsibilities
A summary of the proposed SRPFPs also accompanies this letter.
The purpose of these exposure drafts is to solicit comments from members of the AICPA PFP
Division, the AICPA Board of Directors, the AICPA Council, and other interested parties. Comments or suggestions on any aspect of these exposure drafts would be appreciated. Please refer
to specific paragraphs of the SRPFP being commented on and include supporting reasons for
any suggestions or comments. For your convenience, response forms are included with the
exposure drafts.
Comments on these exposure drafts should be sent to Stephen J. Rojas, Senior Technical
Manager, PFP Division, File 1093, AICPA, Harborside Financial Center, 201 Plaza Three,
Jersey City, NJ 07311-3881 in time to be received by July 9, 1993.
Written comments on these exposure drafts will become part of the permanent record of the
AICPA PFP Division and will be available for public inspection at the AICPA's New York offices
for one year after July 31, 1993.
Sincerely,

Stuart Kessler, CPA/PFS
Chairman
PFP Executive Committee

Phyllis J. Bernstein, CPA
Director
PFP Division

Dirk L. Edwards, CPA/PFS
Chairman
Statements on Responsibilities in
PFP Practice Subcommittee
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PROPOSED STATEMENT ON RESPONSIBILITIES IN
PERSONAL FINANCIAL PLANNING PRACTICE
WORKING WITH OTHER ADVISERS
INTRODUCTION
1. Personal financial planning
engagements often require the CPA to
interact with other advisers. Such
interaction includes, but is not limited
to, the following:
a. The CPA may use advice provided by
others in developing recommendations for a client. Some advice will
suggest that action be taken; other
advice will provide information.
b. The CPA may refer a client to other
advisers who assist the client in
securing products or services that
have been identified in the personal
financial planning engagement.
c. The CPA may refer a client to
advisers who provide services in
areas in which the CPA either does
not practice or chooses not to practice in a specific engagement.
2. This statement addresses those
situations in which other advisers are
used to complete a personal financial
planning engagement.
3. Circumstances in which the
CPA may use the advice of other advisers or refer a client to other advisers
include those in which there is a need
for specialized expertise outside the
scope of the CPA's practice and those
where there is a need for services or
products for which the CPA is not a
licensed provider.

RESPONSIBILITIES OF CPAS
WORKING WITH OTHER
ADVISERS IN PERSONAL
FINANCIAL PLANNING
ENGAGEMENTS
Engagement Scope
Limitations
4. If the CPA does not provide a
service needed to complete an
engagement, he or she should restrict
the scope of the engagement and rec-

ommend that the client engage
another adviser who provides the
needed service.
5. If the client declines to engage
another adviser, the CPA and the client
may still agree to proceed with the
engagement.
6. The CPA should communicate
to the client any limitation on the scope
of the engagement, as well as the fact
that this limitation could affect the conclusions and recommendations developed in the engagement. Such
communication should ordinarily be in
writing. The CPA should refer to other
Statements on Responsibilities in Personal Financial Planning Practice for
further guidance on his or her responsibilities in engagements that are limited in scope.
7. For example, in a CPA's judgment, a valuation of a client's business
may be appropriate to complete a personal financial planning engagement;
however, undertaking such a valuation
may be beyond the CPA's expertise and
the client may be unwilling to incur the
additional cost of an outside appraiser.
The CPA and the client may therefore
agree that the CPA will complete the
personal financial planning engagement and develop planning recommendations using the client's estimate
of the value of the business.
8. The following is an illustration
of an appropriate communication in
the event that limitations are placed
on the scope of information considered in the personal financial planning engagement:
At your request, an independent valuation of your business has not been
obtained. Such a valuation may have
affected the conclusions reached in
your financial plan.
Selecting Other Advisers
9. The CPA should become satisfied
concerning the professional qualifications
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and reputation of another adviser before
referring the client to that adviser or
using that advisers work in the engagement. The CPA should consider information such as the following:
a. The CPA's previous experience in
working with the adviser.
b. The professional certification or
license or other recognition of the
competence of the adviser in his or
her field.
c. The reputation and standing of the
adviser in the views of the adviser's
peers and others who have worked
with the adviser.
d. The relationship, if any, of the
adviser to the client.
Using Advice Provided by
Other Advisers
10. When the CPA uses the opinions
of another adviser in completing the
personal financial planning engagement, the CPA should understand and
evaluate the adviser's opinions and the
procedures used to develop them. If
the CPA concurs with the other adviser's opinions, he or she is not responsible for communicating to the client
concerning the other adviser's participation in the engagement.
11. If the CPA uses the other adviser's opinions in the engagement without evaluating these opinions, he or
she should communicate that fact to
the client. Such communication
should ordinarily be in writing.
12. The following are illustrations of
appropriate communication for instances in which a CPA uses the advice
or opinion of another adviser in a personal financial planning engagement:
a. An appraisal provided by an outside appraiser is incorporated into
a clients personal financial plan
and the CPA has not evaluated the
appraisers opinion.
We have used the ABC Company's
estimate of the value of your real
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estate in developing your financial
plan. We have not evaluated their
estimate and do not accept responsibility for it. If a different value were
used, different recommendations
may have resulted.
b. An insurance agent has recommended that the client purchase a
specific life insurance policy and
the CPA, by agreement with the
client, has not evaluated the agent's
recommendation.
Bob Jones, CLU, has recommended that you purchase a specific life insurance policy. As

DRAFT

agreed, we have not evaluated this
recommendation and do not
accept responsibility for it.

Recommending
Advisers

Other

13. When recommending another
adviser to a client, the CPA should
communicate to the client the nature
of the work to be performed by the
other adviser and the extent to which
the CPA will evaluate that work. Such
communication should ordinarily be in
writing.

14. The following is an illustration
of an appropriate communication in
the event that the CPA recommends
that the client engage an attorney to
take action on recommendations
developed in the personal financial
planning engagement:
As we discussed, you should consult an
attorney for drafting updated will provisions. We have provided you with the
names of several attorneys whose professional credentials and reputations are
familiar to us. The selection of an attorney is your decision. Our referral does
not constitute an endorsement of any
advice they may render.
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Instructions for Response Form
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AICPA
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PFP Division, File 1093
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 0 7 3 1 1 - 3 8 8 1

PROPOSED STATEMENT ON RESPONSIBILITIES IN
PERSONAL FINANCIAL PLANNING PRACTICE
IMPLEMENTATION ENGAGEMENT FUNCTIONS AND RESPONSIBILITIES
DEFINITION AND SCOPE OF
IMPLEMENTATION
1. Implementation engagements are
those that involve assisting the client to
take action on planning decisions
developed during the basic personal
financial
planning
engagement
described in Statement on Responsibilities in Personal Financial Planning
Practice (SRPFP) No. 1, Basic Personal Financial Planning Engagement
Functions and Responsibilities. Implementation includes activities such as
selecting investment advisers, restructuring debt, creating estate documents, establishing cash reserves,
preparing budgets, and selecting and
acquiring specific investments and
insurance products.
2. An implementation engagement
is usually separate from the basic personal financial planning engagement.
This statement is intended to address
only those situations in which the CPA
is engaged by a client to assist in implementation activities. This statement
does not extend to situations in which
the CPA is functioning in a fiduciary or
an agency relationship.
3. The CPA may be engaged at one of
the following levels to assist the client to
take action on planning decisions:
a. The CPA may refer the client to
other advisers (see SRPFP No. 2,
Working With Other Advisers)
b. The CPA may coordinate and/or
review the delivery of services
and/or products by other advisers
(see SRPFP No. 2, Working With
Other Advisers)
c. The CPA may participate in implementation by—
i. Establishing selection criteria.
ii. Participating in the selection
and acquisition of products
and/or the selection of service
providers.
These various levels of assistance are
illustrated in the flowchart in appendix A.

4. Implementation is typically
completed when products are acquired or services are rendered in
accordance with the recommendations
developed during the basic personal
financial planning engagement.
RESPONSIBILITIES OF CPAS
IN IMPLEMENTATION
ENGAGEMENTS
General Standards
Guidance

and

5. The CPA may be engaged to
assist the client to take action on the
planning decisions. When undertaking
an implementation engagement, the
CPA should apply appropriate existing
professional standards and published
guidance, including other published
SRPFPs and the standards and guidance outlined in paragraphs 6 through
9 of SRPFP No. 1.
Planning the Engagement
6. Implementation engagements
vary in complexity and scope, as well as
in the level of assistance to be provided
by the CPA. The CPA and the client
should identify and agree on the level
of the CPA's assistance in implementation. Regardless of the level of assistance, implementation decisions are
made by the client, not by the CPA.
7. The CPA should document his
or her understanding of the scope and
nature of the implementation services
to be provided and the roles and
responsibilities of the CPA, the client,
and other advisers involved in the
implementation process. The CPA
should refer to SRPFP No. 1, paragraph 12, for additional guidance on
documenting a personal financial planning engagement.
Communicating With the
Client
8. The CPA should communicate
information and recommendations to
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the client in a manner that assists the client in understanding the nature and
scope of services performed by the CPA
in an implementation engagement.
Such communication should ordinarily
be in writing and include a summary of
the planning decisions being implemented, recommended actions to be
taken, and a description of limitations
on the work performed in the engagement and the results of the engagement. This communication should
minimize the possibility of an erroneous
conclusion that the CPA has—
a. Guaranteed the clients expected
results or benefits.
b. Assumed responsibility for recommendations made by other advisers.
c. Considered all relevant information
in developing recommendations.
9. The following is an illustration of an
appropriate communication in the event
that implementation recommendations
are based only on selected criteria:
We have evaluated investment alternatives available to fund your retirement plan. However, you have
instructed us not to consider corporate stock as an investment alternative. If we had done so, it is possible
that we would have recommended a
different investment strategy.

Establishing Selection
Criteria
10. The CPA who is engaged to
establish selection criteria should identify those attributes or other specifications that are required to accomplish
the clients objectives, subject to any
constraints that result from the client's
circumstances. Selection criteria may
be expressed in ranges if the CPA and
the client agree that such practice is
useful. Since it is not always possible to
secure products or services that exactly
match the established selection criteria, the CPA should assist the client in
prioritizing attributes so that available
alternatives can be compared.
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Participating in the Selection
Process
11. When the CPA is engaged to
participate in selecting and acquiring
products, the CPA should gather data
that provides a reasonable basis for
determining whether the alternatives
meet the selection criteria. Upon analyzing this information, the CPA may
communicate to the client his or her
evaluation of all alternatives that the
CPA recommends for action.

Implementing Planning
Decisions Developed by
Others
12. The CPA may be engaged to
assist the client to take action on plan-

EXPOSURE

DRAFT

ning decisions developed in a personal
financial planning engagement in
which the CPA did not participate. For
example, the planning decisions may
have been developed by another
adviser or by the client acting alone.
The CPA might also be asked to assist
the client develop more specific selection criteria or explore issues related to
each planning decision other than
those established in the basic personal
financial planning engagement.
13. In situations such as these, the
CPA should obtain a sufficient understanding of the planning decisions to
effectively assist in implementation. To
obtain such an understanding, the CPA
should consider factors such as the clients financial goals and resources,
external factors (such as inflation,

taxes, and investment markets), and
certain nonfinancial factors (such
as family situation, client attitudes,
relationships with other advisers, risk
tolerance, spending habits, and investment preferences).

ILLUSTRATIONS
14. Appendices B and C contain
illustrations of possible procedures to
be followed by a CPA who is specifically engaged by a client to assist in
implementing a personal financial
planning decision. In each example,
the initial personal financial planning
engagement is presumed to have been
completed before implementation,
either by the CPA in the illustration or
another adviser.

APPENDIX A
IMPLEMENTATION DECISION TREE

Planning
Recommendation

Assist in
Implementation

- No

Coordinate/Review
Other Advice

Yes

Establish Selection
Criteria

Yes

Yes

No
Disclaimer/
Scope Limitation

Yes

Participate in
Selection Process

Refer
Implementation

No

No
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APPENDIX B
ILLUSTRATION: IMPLEMENTATION INVOLVING RISK MANAGEMENT
BACKGROUND
1. The CPA is engaged to assist a
client to take action on a planning decision that disability insurance be purchased. The CPA has the expertise to
advise the client regarding the selection of disability insurance.

COMMUNICATION
2. To ensure that the client understands the nature of the implementation decision-making process, the CPA
should review with the client his or
her understanding of the appropriate
disability coverage identified in the
personal financial planning engagement, including options such as loss of
earnings coverage, definition of
occupation, coverage amounts, and
exclusion periods.

STRATEGY DEVELOPMENT
AND PRODUCT
SELECTION
Planning the Engagement
3. The CPA and the client should
agree on whether the CPA, the client
or another adviser is responsible for
identifying available insurance products and carriers and clearly define
who is responsible for reviewing the
proposals provided by the solicited
insurance carriers. A schedule of
required actions should be developed

that includes how, when, and where
the actions will take place.
a. When selecting insurance professionals, reference should be made
to SRPFP No. 2, Working With
Other Advisers.
b. The rest of this illustration assumes
that the CPA is responsible for
identifying the appropriate insurance products and carriers and
reviewing the proposals provided.

Establishing Selection
Criteria
4. The CPA should identify the
characteristics of disability insurance
products that meet the criteria identified in the personal financial planning
engagement. This generally includes—
a. Determining appropriate protection levels, considering factors
such as the amount of coverage
needed, how disability is defined,
the waiting period to receive benefits, partial disability coverage, and
the duration of benefits.
b. Identifying optional coverage conditions, such as cost-of-living
adjustments, guaranteed insurability riders, and waiver of premium riders.
c. Specifying
minimum-quality
standards for disability coverage,
generally based on the insurers
ratings.
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Participating in the
Selection Process
5. The CPA should identify and
solicit proposals from insurance carriers whose disability products meet the
established criteria.
6. When selecting a specific disability insurance product, the CPA
should review and discuss with the client the ratings of the company providing coverage and determine that the
policy meets the following criteria:
a. The clients goals as identified in
the personal financial planning
engagement are satisfied.
b. The policy is cost effective when
compared to other insurance company proposals received.
c. The insurance carrier has demonstrated a commitment to servicing
the disability market.
DOCUMENTATION
7. The CPA should document all
meetings, discussions, or other contracts with the client and indicate the
decisions regarding responsibilities for
actions and product selections and the
results of reviewing proposals from
various insurance carriers. The CPA
may supplement such documentation
by indicating when the application was
filled out, insurance coverage bound,
and the policy was issued. The CPA
may also document the files to reflect
any insurability issues and the ultimate
resolution of those issues.

APPENDIX C
ILLUSTRATION: IMPLEMENTATION INVOLVING INVESTMENT PLANNING
BACKGROUND
1. The CPA has been engaged to
assist a client in structuring an investment portfolio to take action on a planning decision that funds be invested to
provide for the client's postretirement
needs. The CPA has the expertise to
advise the client regarding investment
planning.

COMMUNICATION
2. To ensure that the client understands the nature of the implementation decision-making process, the CPA
should review with the client his or
her understanding of investment constraints, risk tolerance, and rate of
return goals identified in the personal
financial planning engagement.

STRATEGY DEVELOPMENT AND
PRODUCT SELECTION
Planning the Engagement
3. The CPA and the client should
agree on whether the CPA, the client,
or another adviser is responsible for
identifying available investment alternatives and clearly define who is
responsible for reviewing prospectuses, partnership agreements, offering documents, and other such reports.
A schedule of required actions, including how, when, and where these
actions will take place, should be
developed.

a. Other advisers may include money
managers (private and public, such
as mutual fund managers), general
partners of partnerships, investment
bankers, and stockbrokers. When
selecting other advisers, reference
should be made to SRPFP No. 2,
Working With Other Advisers.
b. The rest of this illustration assumes
that the CPA is responsible for
identifying the appropriate investment alternatives and reviewing
the related documents.
Establishing Selection Criteria
4. The CPA should develop the
appropriate investment strategy based
on the specific investment criteria, rate
of return requirements, and risk tolerance of the client, as identified in the
personal financial planning engagement. This generally includes—
a. Developing an appropriate investment class allocation, including the
amount of investment resources to
be invested in financial assets, such
as cash equivalents, stocks, or
bonds, and the amount of investment resources to be invested in
nonfinancial assets, such as real
estate or oil and gas interests.
b. Developing an appropriate subclass allocation.
5. An investment strategy statement might be written, summarizing
the client's objectives and goals, the initially recommended investment allocations, and strategies to be employed.
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Participating in the Selection
Process
6. When selecting specific investment assets, the CPA should review
and discuss with the client the available
investment alternatives and identify
those investments that meet the following criteria:
a. The client's goals as identified in
the personal financial planning
engagement are satisfied.
b. The client's investment constraints,
such as risk tolerance, capacity
to assume financial risk, cash-flow
and asset availability, and personal
preferences, as identified in the
personal financial
planning
engagement, are honored.
c. The diversification plans established in the client's investment
strategy are achieved.

DOCUMENTATION
7. The CPA should document all
meetings, discussions, or other contacts
with the client and indicate the decisions regarding responsibilities for
actions and product selections. The
CPA may supplement such documentation by providing the client with an
inventory of investment assets in the
client's portfolio along with a description of values, yields, portfolio percentages, etc.
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